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MINISTRY OF LAW 

Dated Sc IV Delhi, the 18th September 1948. 


OEDiNANCE No. XXV of 1948. 

AN 

OUDIXANOE 

to provide for the control of banking companies 

Wukkeas an einergeiicv has arisen which makes it necessary to ^irovide i'or 
the control of banking coiui:)ames; 

Now, TifKREFOiiE, ill exercise of the powers conferred by section 42 of the 
Government of India Act, 1935 (26 Geo. 5, c. 2), the Governor -General is 
pleased to make and pronin).gate the following Ordinance: — 

1. Short title, extent and commencement.-— (I) This Ordinance may be 
called the Banking Companies (Control) Ordamnce, 1948. 

(2) It extends to the Provinces of India and also to every Acceding State to 
the extent to which tlie Dominion Legislature 1ms power to make! laws for that 
State as respects banking. 

(3) It shall come into force at utice. 

2. Ordinance not to apply to co-operative banks.—Nothing in this Ordinance 
shall apply to a eo-o2-ierntive bank registered under the Co-operative Societies 
Act, 1912 (II of 1912). or an;\ otln*r 'aw foi tTie time being in force in any 
Province of India relating to co-operative societies. 

3. Application of other laws not barred.— The provibions of this Ordinance 
shall be in addition to, and not, save as otherwise expressly provided herein, 
in derogation of the Indian (^ompnu'es Act, 191H (VIT of IQIB). and any other 
law for the time lieing in iorce ap|;l "i})]c' to hanking companies 

4. Definitions.— In this Ordinance,— 

( a ) hanking comtiaiiY ineaus a banking comptuiv as defined m 
section 277F of the Indian C-ompanies Act, 1913 (VII of 1913). and includes 
the Imperial Bank of Tndm and any body of persons incorporated hv or 
under any law in force in anA place outside the ’Provinces of rndi«V*aud 
carrying on the business of a hanking company in any Province of India 
or any Acceding State; 

(^) y Court ^»ieans the Court having jurisdiction under the Indian 
Companies Act. 1918; : , • 
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(o) “preecribwcr' prescribed by rules me-de under rtiis 

Ordin^ince; 

(d) ''Beserve Bunk" ineuim the Jieserve Bank of India; 

(<3) secured loan or udvanC'e'^ moans a loan or advance made on the 
security of assets the inarkut value of )vhic-Ji is Tiot ut any lime less tlian tho 
amount of such loan or advance; and 

“unsoourud loan or advance" means a loan or advance not so secured., 

6. Power of Reserve Bank to control advances by banking companies — 

{ 1 ) Where the Beserve Bank is satisfied that it is necessary or expedient in 
the public interest so to do, it may detHiinine the policy in relation to advances 
to be followed by banking companies generally or by any banking company in 
particular and when the policy has been so determined all bankmg companies 
or the banking company concerned, us thu case may he, shall be bound ta 
follow the policy as so determined. 

Without prejudice to the generality of the pov-or vested in the Beserve 
Bank under sub-section (i), the Beserve Bank may give direotions to banking 
companies either generally or to nay banking company or group of banking 
companies m particular as to the purposes for which advances may or may not 
bo made, the margins to be maintained in respect of wecured advances und the 
ratres of interest to be charged on ad\anceb, and each f)aDking compaij\ shali 
he bound to comply with my directions as so given. 

6. Rafltrictlonja on loana and advances (i) iNotwithstanding anything m 

the contrary contained in section 54 A of the Indian Companies Act, 1916 
(VLl of 1913), no banking company shall niJike any loans or advances on llie 
security of itff own shares or grant unsecured Joans or advances to any of Hs 
directors or to firms or private companies in which it or any of its directors is 
interested ns partner, director or managing agent, or to any individuals, fiiTna or 
private companies in oases where any of the directors is u gucfaid-or. 

(2) Every banking company shall, before the close of the mouth sufceeduig 
that to which the return relates, submit to the Eesei've Bank a return in the 
prescribed form and manner showing all uaHccured h fiu!- und ndvimceK c:raufed 
by it to ooinjianiee, other than private companies. Jii which i: or :)n\ ol its 
directors is interested as director or managing agent ur guarantor. 

(3) If on examination of any return submitted under sub section it 
appears to the Eeserve Bank that any loans or achauoes referred to m that 
sub'seedion are being granted to the detriment of the lul-erusts <>i the depf)sitors 
of ihc banking company, the Beserve Bank may, by order in writing, ])rohil>it 
the banking company from graAtmg any rikIi furthi'v loans nr advniK'es or 
impose such restrictioiis on the grant thereof ns it thinks fit, and may. by like 
order, direct the banking company to Hccure the repuMnent of any siudi loans 
or advances within sncIi time as may he specified in the order. 

7. Assets in the ProvlnceB ol India.— (i) The assets in th. . F^rovinces of 
India of every banking company at thr close of the lust wwkin|: day of Qvery 
quarter shall not bo less than sevonty-five per ccafj/n? of its demand and 
time liabilities therein. 

(2) Every banking company shalJ, within one month from the end of every 
quarter, submit to the Eeservo Bank a return in the prescribed form and man- 
ner of the ass^ete and liabilitieB referred to in aub-seotion (1) at the close of 
the last working day of the previous quarter. 

(3) For the purposes of this section, — 

(a) asBetp'' shall be deemed to include such promissory notes, bills 
of exchange flnd securities as the Beserve Bank ie, under the Beserve Bank 
of India Act* 1984 (U of 1984), empowered to purobose, discount or mak^ 
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advances against, and export bills drawn in India and expressed in such 
currencies as the Eeserve Bank may from time to time approve in this 
Dehalf ; 

[b) “demand liabilities “ means liabilities which must be met on 
demand, and 

“time liabilities’ means liabilities which are not demand iiabliities; 

(c) quarter “ means the period of three months eliding cn the last day 
of March, June, September or December. 

8. Submission of monthly returns and information. — (i) Every banking 
company shall, before the close of the month succeeding that to which it re- 
lates, submit to the Eeserve Bank a return in the prescribed form and manner 
showing its. assets and liabilities in the Provinces of India as at the close oi 
business on the last Friday of every month or if that Friday is a public holiday 
under the Negotiable Instruments A« t, 1881 fXVl of 1881), at the close of 
business on the preceding working day. ■ 

(2) Every banking company shall also submit to the Eeserve Bank inform- 
ation every half year regarding the classification of advances and investments 
of such banking company in res])ect of indnstiw commerce and agriculture, if 
the Eeserve Bank so desires. 


9. General powers and functions of the Reserve Bank.— (/) The Eeserve 
Bank znay — 

(fif) caution or prohibit banking companies generally or any banking 
company in p?}rticnlar againj^t entering into any transaction or class of 
transactions; 


\^b) require bankiiig companies generally, or any banking company 
in particular, to take or not to take such action In relation to any matter 
relating to the business of such banking company or companies as 
the Eeserve Bank may think fit; 


(c) on H request from the banking companies eoncemed and subject 
to the provisions of section 12 assist, as intermediary or otherwise, in pro- 
posals for the amalgamation of banking companies; * 

(d) aite) a banking company has been inspected under section 8 of 

the Banking Companies (Inspection) Ordinance, 1946 (IV of 1946). bv 
orde.)* in wiitfng, require the company, — ^ " 


(0 to call a meeting of its directors for the purpose of consider- 
ing ma!t(U‘s arising out of such iiispection or of meeting an officer of 
the Ee-^f'rvc Bank to discuss such matters; and 

in) to make, within such time as may be specihed in the order 
-ich clianges in its management as the Eeserve Bank may consider 
izecessary m consequence of the state of affairs disclosed bv the in^ 
spection , ^ 


(o) by notico in writing require any banking <-ompany at a 3 :iy time to 
turnish it, within such time and in such manner as may be specihed in the 
notice, with any statement or information relating to the business of such 
banking company. 

(3) No person shall have any right, whether in contract or otherwise to anv 
compensation for any loss incurred by reason of the compliance by a banking 
company with any order given to it under sub-clause (ii) of clause fcf) of sub 
section (1). \ j ^ 

. 1 , 1®- toformation.-The Eeserve Bank, if it considers it in 
the public interest so to do, may publish any information obtained by it under 
section 8 or section 0 in such form as it thinks fit, ^ 


11. Reserve 

contained in 


Bank ^ <®cial Bqnidator. — Notwithstanding anything 
section 175 of the Indian Companies Aei. 19*10 (VIT 
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6i 1913), wHtre in any proceeding for the winding up by the Court of a ^blank- 
ing company an application is made by the Reserve Bank in this behalf, the 
Reserve Bank shall be appointed as the official liquidator of the hanking com- 
pany in such proceeding. 

12. Restriction on amalgamation. — Notwithstanding anything contained in 
any law' for 'the time btiug in force, — ’ 

\aj no Court siiall entertain air application for sanctioning a compro- 
mise or arrangenieiil hetw^eeu a banking company and its creditors or any 
class oB tliern Or between such company and its members or any 
class 'Of rthent, ^unless the application made in respect thereol is accom- 
panied by a report of the Reserve Bank certifying that such compromise 
ur arrangement is nc)t detiimental to the iiiterests of the depositors of 
Such Company, and ... . 

(b) no banking company shall enter into any agreement or arrange- 
ment for, or be a party to, any scheme for the amalgamation of such 
company with any other banking company without the previous sanction 
in writing 'iti the Ueserve Bank. 

13. Penalties, — (i) Whoever in any n^uru, datemeut or other information 
required by or under this Ordinance, wilfully makes a statement which is 
false in any material ]> articular knowing it to be false, or wilfully omits to 
make a material stateincni. shall be punishable with imprisonment for a term 
which may extend to time years and shall also be liable to fine. 

(5) If any other provision of this Ordinan'^'c is contravened, or if any de- 
fault is made in complying with any requirement of this Ordinance or any 
order made thereunder, every director and other officer of the banking company 
•who is -knowingly a partt to the contravention or default shall be punishable 
wdth hne which may f*N:tend to five hundred rupees, and where the coutra- 
ventioh or default is a eontinuing one, wdth a further fine which may extend to 
fifty ru]>ees for every day during w^hich it continues, 

(,>) 'Without prejudi(;e to tlie provisions contained in sub-section where 
a banking company hm made default in complying w'ith any requirement of 
this Ordinance or SiUj order made thereunder, the Reserve Bank shall, by notice 
in, WTiting, make a demand on the banking company to comply with tlie said 
requirement within tlnrty days from the receipt of the notice, and, if the 
banking company fails u.j do so, the Reserve Bank may apply to the Court for 
an order directing the winding up of such banking company; and where such 
an applicatioTJ has been made, tin* Court shall make an order accordingly. 

14. Cognizance of offences." -No (’onrt shall take cognizance of any' offence 
puiiishabie under section 13 except upon a complaint in writing paade by an 
officer of the Reserve Bank geiierally or specially authorised in writing in this 
behalf by the Reserve Bank, and no Court inferior to that of a Presidenev 
Magistrate or a Magistrate of the first class shall try any such o^ence. 

15. Power to make rules.--(l) The Centni Government may, by notiti 
cation in the official Gazette. mnk(‘ rules for carrying out the purposes of this 
Ordinance. 

In particular, and without prejudice to the generality of the foregoing 
]»ow'er, ,Mich rules -may provide for the form and manner in wdiich returns of 
unsecured doans -and advances under sub-section (9) of section 6, returns 
of assets and liabilities under sub-section (2) of section 7, and returns of as- 
sets and liahilitieR in the Provinces of India under section 8, may be submitted. 

16. Amendment of certain enactments.— The enaefments specified in the 
Schedule are hereby arnemh^d in tlpe manner and to the extent mentioned in 
the-^ fourth column thereof. 
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Til® Baser re Bank 
of India Aot, 1934. 


1046 


XXVII "i Tho flanking Com- 
panies (Roatrio^ 
tionof Branohafl) 
Act, 1946. 


1946 Orci* XT' Tha Banking Cam' 
panioa (Inapaction) 
Ordinanc®* I9i0, 


In section 17^ to clausa (ISA) the following 
ehftll be added, namely 

"and under the Banking Companies 
(Control) Ordinance, 1948 (XXV of 1948)’% 

(^a) Section 18 sh^U be ronumberod aa sub^ 
•eotion (2) of eootion 18 and in eub-eeotion (i), 
8.8 ao renumbered, — 

(t) in olauaa (d), after the words “of that 
Aootion", the following words shall be added, 
namely i — 

“or, when the loon or advonoe is 
made to a banking company, as defined in 
the Banking Companiea (Control) Ordl- 
nanoe, 1948 (XXV of 1948), against 
such other for^n of saourity as tho Bonk 
may oonuldec fluihoient” ; 

(ii) for tne words “under this section ” , 
wherever they oaour, the words “under this 
sub-Bection" shall be substituted; 

(6) after sub'Seotlon (2), as so renumbered, 
the lollowing shall be inserted os sub-section (2)^ 
namely 

“(*2) Where a banking company to which 
a loan or advance has been m^e under the 
provisions of oliiose (d) of sub-section (2) 
is wound up, any sums due to the Bank in 
respect of sacii loan or advance shall, subject 
only to the claims, if any, of any other bank- 
ing company in respect of any prior loan or 
advance made by such banking company 
against any security, be a drst cnarge on the 
assets of the banking company/’ 

(o) Tne amenc^Lnonts made by this Ordinance 
In section 18 shall be deemed to have had affect 
on and ffom the :20th day of September, 1947. 

In section 2, for clause (a), substitute the 
following, namely 

\a) “bariiiing company” means a bank- 
ing oompaii> a« dohnod m section 4 of the 
Banking Uumpaniea (Control) Ordinance, 
1948 (XXV of 1948)1% 

In soct on 2, for niause (o), flubutifcute the 
^o!lowint^ namely : — 

"(o) “bnuaiiig company” moans a bank- 
ing company as dcdnetl in section 4 of the 
Bunking VumpanieH (Control) Ordinance, 
1948 (XXV of 1918); % 

In Bootiun 6, for the proviso to sub-seotion 
(2), substitute the following, namely i — • 

“Brovidod that tho Central Government 
may defer for such period as it may think 
Jit the pasamg of an ordor under this sub* 
section or eunoel or modify any such ordek" 
upon suoii terms and conditions as it may 
think lib to impose/’ 


C. l^AJAGOPALACHAlil, 
Governor-GeneraZ, 

K. t. BHANDABKAR, 

Secy, to the Govt, of India^ 


PuBueilti) BY THE Mam AGEE OF PrflucAnoNB, Delui, India. 

PrlNTIh BY THJB MaNAOKB, GoVBBNMENT OF INDIA Pres?(, New Dtmif llfhlA 






